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Ernst & Young LLP Tel: +1 404 874 8300
Suite 1000 : Fax: +1404 817 5589
. 55 lvan Allen Jr. Boulevard

Building a better Atlanta, GA 30308
working world

ReportA of Independent Registered Public Accounting Firm

To the Shareholder and the Board of Directors of SunTrust Investment Services, Inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of SunTrust Investment Services, Inc. (the
Company) as of December 31, 2017, the related statements of operations, changes in shareholder's equity, and
cash flows for the year then ended, and the related notes (collectively referred to as the “financial statements™.
In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Company at December 31, 2017, and the results of its operations and its cash flows for the year then ended in
conformity with U.S. generally accepted accounting principles.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on the Company's financial statements based on our audit. We are a public accounting firm registered
with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent
with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB,

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audit provides a reasonable basis for our opinion.

Supplemental Information

-The accompanying information contained in Schedules |, Il, and lil has been subjected to audit procedures
performed in conjunction with the audit of the Company's financial statements. Such information is the
responsibility of the Company's management. Our audit procedures included determining whether the information
reconciles to the financial statements or the underlying accounting and other records, as applicable and
performing procedures to test the completeness and accuracy of the information. in forming our opinion on the
information, we evaluated whether such information, including its form and content, is presented in conformity
with Rule 17a-5 under the Securities Exchange Act of 1934. In our opinion, the information is fairly stated, in all

We have served as the Company's auditor since 2007,

Atlanta, Georgia
February 28, 2018

A member firm of Ernst & Young Global Limited



. SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Statement of Financial Condition

December 31, 2017

Assets

Cash and cash equivalents

Securities segregated under Federal and other regulations

Securities owned

Commissions receivable

Furniture, equipment, and leasehold improvements, less
accurmlated depreciation and amontization of $6,525,506

Goodwill

Prepaid assets

Other assets

Total assets

Liabilities and shareholder’s equity
Liabilities:
Accrued compensation and benefits
Deferred income taxpayable to Parent
Payable to Parent
Accrued other expenses
Total liabilities

Shareholder’s equity:
Common stock, $1 par value; 52,125 shares authorized
52,125 shared issued and outstanding
Additional paid-in capital
Retained eamings
Total shareholder’s equity
Total liabilities and shareholder’s equity

The accompanying notes are an integral part of these financial statements.

$ 70,242,919
4,492,949

7,198

3,370,550

800,609

30,306,365
38,355,366
2,699,440

$ 150,275,396

$ 14,371,829
6,298,815

1,595,667

1,926,775
24,193,086

52,125
113,944,723
12,085,462
126,082,310

$ 150,275,396




SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Revenues

Commissions

Income from related parties
Other income

Total revenue

Expenses

Compensation and benefits

Expenses paid to related parties
Clearing expense

Legal, consulting, and examination fees
Office expense

Computer services

Other expenses

Occupancy and equipment

Total expenses

Income before taxes

Income taxbenefit

Net loss

Total other comprehensive income
Total comprehensive loss

Statement of Operations

Year Ended December 31, 2017

The accompanying notes are an integral part of these financial statements.

$ 136,227,922
115,436,929
9,806,251
261,471,102

184,485,493
84,305,183
6,771,746
4,157,859
1,043,502
2,516,659
1,279,811
967,655
285,527,908

(24,056,806)
12,265,042
$ (11,791,764)

$ (11,791,764)




SunTrust Investment Services, Inc.

(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Statement of Changes in Shareholder’s Equity

Common _ Additional Retained
Stock Paid-in Capital Earnings Total
Balance, December 31, 2016 $ 52,125 § 93,944,723 $ 36,559,061 $ 130,555,909
Distribution to Parent (Note 1) - - (12,681,835) (12,681,835)
Contribution from Parent - 20,000,000 - 20,000,000
Net loss — - (11,791,764) (11,791,764
Balance, December 31,2017 3 52,125 % 113944723 $ 12,085462 $ 126,082,310

The accompanying notes are an integral part of these financial statements.




SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Statement of Cash Flows

Year Ended December 31, 2017

Cash flows used in operating activities
Net loss

Adjustments to reconcile net income to net cash used in operating activities:

$ (11,791,764)

Depreciation and amortization 528,729
Deferred taxbenefit (113,911)
(Increase) decrease in assets:
Securities segregated under Federal and other regulations 16,060
Commissions receivable (390,912)
Prepaid assets 2,864,766
Other assets (308,271)
Increase (decrease) in operating liabilities:
Accrued compensation and benefits (4,897,630)
Income taxpayable to Parent 1,553,679
Payable to Parent 16,113
Accrued other expenses (3,520,776)
Net cash used in operating activities (16,043,917)
Cash flows used in investing activities
Purchases of fumiture and equipment (164,522
Net cash used in investing activities (164,522)
Cash flows used in financing activities
Contribution from Parent 20,000,000
Distribution to Parent (281,835
Net cash used in financing activities 19,718,165
Net decrease in cash and cash equivalents 3,509,726
Cash and cash equivalents, beginning of year 66,733,193
Cash and cash equivalents, end of year $ 70,242,919
Supplemental cash flow information
Non-cash transfer of goodwill to Parent $ 12,400,000

Cash paid for income taxes to Parent

The accompanying notes are an integral part of these financial statements.

$ -



SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Notes to Financial Statements

1. Organization

SunTrust Investment Services, Inc. (the Company or STIS) is a broker-dealer registered with the
Securities and Exchange Commission (the SEC) and the Financial Industry Regulatory
Authority, Inc. (FINRA). The Company is a wholly owned subsidiary of SunTrust Bank Holding
Company, which is a wholly owned subsidiary of SunTrust Banks, Inc. (the Parent or STI). The
Company acts as an introducing broker-dealer offering full-service and discount brokerage
services in various equity and debt securities, mutual funds, unit investment trusts, insurance and
annuity products, and individual retirement accounts primarily to retail customers of SunTrust
Bank. SunTrust Bank is a subsidiary of SunTrust Bank Holding Company and provides deposit,
credit, trust, and investment services. During 2016, STIS established a wholly-owned subsidiary,
SunTrust Advisory Services, Inc. (STAS), which is a Registered Investment Advisor with the
SEC. On January 1, 2017, STIS transferred its investment advisory business into STAS and then
proceeded to dividend its ownership in STAS to its Parent. The dividend to the Parent had
minimal impact to net capital. In conjunction with the dividend, goodwill of approximately
$12,400,000 was transferred to STAS as well. STIS personnel continue to provide sales and
administrative services to STAS in 2017 and STIS recorded as revenue fees charged to STAS for
these services. On January 27, 2017, the Company filed a Form ADV W to de-register itself as a
Registered Investment Advisor, but will continue to be regulated by FINRA and the SEC.

2. Summary of Significant Accounting Policies
Basis of Presentation

The Financial Statements have been prepared in accordance with accounting principles generally
accepted in the United States (U.S. GAAP) and include the accounts of the Company. In the
opinion of management, all adjustments, consisting only of normal recurring adjustments that are
necessary for a fair presentation of the results of operations in these financial statements, have
been made.

The preparation of financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period. Actual results could vary
from those estimates.

Cash and Cash Equivalents

The Company has defined cash and cash equivalents as highly liquid investments with original
maturities of less than three months that are not held for sale in the ordinary course of business.



SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Notes to Financial Statements

Included in cash and cash equivalents at December 31, 2017, is cash of $18,883,447 at SunTrust
Bank and $51,359,472 of money market funds.

SecuritiesSegregated Under Federal and Other Regulations

At December 31, 2017,_total'securities of $4,492,949 have been segregated in a special reserve
account at SunTrust Bank for the exclusive benefit of customers of the Company under SEC
Rule 15¢3-3. '

Furniture, Equipment, and Leasehold Improvements

Furniture and equipment are stated at cost less accumulated depreciation. Depreciation is
calculated using the straight-line method over the assets’ estimated useful lives. Maintenance and

-repairs are charged to expense as incurred and included in the Statement of Operations in
occupancy and equipment expense. Leasehold improvements are capitalized and amortized over
the lesser of the economic useful life of the improvement or the term of the lease.

Useful Life
Leasehold improvements 1-30 years
Furniture and equipment 1-20 years

Revenue Recognition

The Company places all trades through an unaffiliated clearing broker. The clearing broker
collects the gross brokerage commissions from customers and remits the net brokerage
commissions to the Company based on agreed-upon terms. Revenues are recorded on a trade-
date basis and included in commissions in the accompanying Statement of Operations.

The Company recognizes income upon providing certain services to other affiliates of STI.
These services include mainly sales force, administrative support, and operational oversight
services, incurred by STIS. This revenue is recognized as Income from related parties in the
accompanying Statement of Operations.

Secondary trading transactions, which consist primarily of riskless principal fixed income and
unit investment trust trades, and related gains, primarily mark-ups on the trades, and losses are
recorded on a trade-date basis in commissions revenue in the accompanying Statement of
Operations.



SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Notes to Financial Statements

The Company recognizes fee income earned from the trading activity associated with various
mutual fund groups. This fee income consists of administrative services fees; which include
recordkeeping, reporting, and processing services. The fees are included in commissions revenue
in the accompanying Statement of Operations. Other income primarily consists of referral fees.

Customer Accounts

The clearing broker maintains all customers’ accounts, receives cash on purchases, and
distributes cash on sales. The Company records commissions receivable for its share of
commissions charged to customers.

Prepaid Assets

The Company records prepaid assets at the transaction date which are amortized on a straight
line basis over the remaining useful life of the asset. Prepaid assets generally relate to incentive
bonuses paid to advisors upon hire. Prepaid assets relating to advances are amortized over the
period of expected future revenue generation and required employment term.

Expense Paid to Related Parties

Affiliates of the Company provide services to STIS in accordance with various agreements.
These services include finance, human resources, facilities management, etc. The Company pays
these affiliates for the services it receives.

Income Taxes

The provision for income taxes is based on income and expense reported for financial statement
purposes after adjustment for permanent differences. Deferred income tax assets and liabilities
result from differences between the timing of the recognition of assets and liabilities for financial
reporting purposes and for income tax purposes. These assets and liabilities are measured using.
the enacted tax rates and laws that are expected to apply in the periods in which the deferred tax
assets or liabilities are expected to be realized. Subsequent changes in the tax laws require
adjustment to these assets and liabilities with the cumulative effect included in the provision for
income taxes for the period in which the change is enacted. A valuation allowance is recognized
for a deferred tax asset if, based on the weight of available evidence, it is more likely than not
that some portion or all of the deferred tax asset will not be realized. In computing the income
tax provision, the Company evaluates the technical merits of its income tax positions based on



SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

| Notes to Financial Statements

current legislative, judicial and regulatory guidance. Interest and penalties related to the
Company’s tax positions are recognized as a component of the income tax provision.

The Company is included in the consolidated federal income tax return and various consolidated
or combined state income tax returns filed by the Parent. In accordance with the Tax Allocation
Agreement applicable to the Parent and each of its subsidiaries, the Company’s income taxes are
calculated as if the Company filed separate income tax returns with appropriate adjustments to
properly reflect the impact of a consolidated filing. Payments to tax authorities are made by the
Parent. For additional information on the Company’s activities related to income taxes, see Note
9, “Income Taxes.”

Goodwill

The Company reviews goodwill on an annual basis for impairment and as events occur or
circumstances change that would more-likely-than-not reduce the fair value below its carrying
amount. No impairment of goodwill was recorded in 2017.



SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Notes to Financial Statements

3. Accounting Policies Recently Adopted and Pending Accounting Pronouncements

o Required Date of | Effect on the Financial Statements
Standard Description Adoption or Other Significant Matters
Standards not yet Adopted )
ASU  2014-09,| These ASUs comprise ASC Topic 606, Reverue { January 1,2018 The Company has completed its
Revenue  from| from Contracts with Customers, which supersedes evaluation of the anticipated effects of
Contracts  with]the revenue recognition requirements in ASC these ASUs on the Financial
Customers Topic 605, Revenue Recognition, and most Statements and related disclosures.
industry-specific guidance throughout the Industry The Company has conducted a
ASU  2015-14,] Topics of the ASC. The core principle of these comprehensive scoping exercise to
Deferral of the] ASUs is that an entity should recognize revenue to determine the revenue streams that are
Effective Date depict the transfer of promised goods or services to in the scope of these updates. Results
customers in an amount that reflects the indicate that certain commission
ASU  2016-08,| consideration to which the entity expects to be revenue streams are within the scope
Principal versus| entitled in exchange for those goods or services. of these updates. The Company
Agent These ASUs may be adopted either retrospectively adopted these standards beginning
Considerations |or on a modified retrospective basis to new January 1, 2018 and used the modified
contracts and existing contracts, with remaining retrospective method of adoption. The
ASU  2016-10,] performance obligations as of the effective date. adoption resulted in no cumulative
Identifying effect adjustment. The adoption of
Performance these ASUs did not have a material
Obligations and impact on the Company’s Financial
Licensing Statements and related disclosures.
ASU  2016-12,
Narrow-Scope
Improvements
and Practical
Expedients
ASU  2016-20,
Technical .
Corrections and.
Improvements to
Topic 606,
Revenue  from
Contracts  with
Custorzers

10



SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Notes to Financial Statements

lessees to recognize right-of-use assets and
associated liabilities that arise from leases, with
the exception of short-term leases. The ASU does
not make significant changes to lessor accounting;
however, there were certain improvements made to
align lessor accounting with the lessee accounting
model and Topic 606, Reverme from Contracts
with Customers. There are several new qualitative
and quantitative disclosures required. Upon
transition, lessees and lessors are required to
recognize and measure leases at the beginning of
the earliest period presented using a modified
retrospective approach.

Early adoption
permitted.

. Required Date of | Effect on the Financial Statements
Standard Description Adoption or Other Significant Matters
ASU  2016-04,| The ASU amends ASC Topic 350, Intangibles —| January 1, 2020 Based on the Company's most recent
Intangibles - Goodwill and Other, to simplify the subsequent annual goodwill impainment test
Goodwill ~ and|measurement of goodwill, by eliminating Step 2| Early adoption is| Performed as of October 31, 2017,
Other from the goodwill impairment test. The permitted. there were no reporting units for which
(Topic 350): amendments require an entity to perform its the carrying amount of the reporting
RS annual, or interim, goodwill impairment test by unit exceeded its fair value; therefore,
Simplifying  the| comparing the fair value of a reporting unit with its this ASU would not currently have an
Test for Goodwill | ¢orrying amount. Entities should recognize an impact on the Company's Financial
Impairment 1 impairment charge for the amount by which a Statements and related disclosures.
reporting unit's carrying amount exceeds its fair However, if upon adoption the
value, but the loss recognized should not exceed carrying amount of a reporting unit
the total amount of goodwill allocated to that exceeds its fair value, the Company
reporting unit. The ASU must be applied on a would be required to recognize an
prospective basis. impairment charge for the amount that
the carrying value exceeds the fair
value.
ASU  2016-02,| The ASU creates ASC Topic 842, Leases, and | January 1, 2019 The adoption of this ASU will result in
Leases supersedes Topic 840, Leases. Topic 842 requires an increase to the Statement of

is

Financial Condition for right-of-use
assets and associated lease liabilities
for operating leases in which the
Company is the lessee. The Company
is evaluating the other effects of
adoption on the Financial Statements
and related disclosures.

4. Fair Value of Financial Instruments

ASC Topic 820, Fair Value Measurements (ASC Topic 820), defines fair value, establishes a
framework for measuring fair value, and establishes a fair value hierarchy which prioritizes the
inputs to valuation techniques. Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the
measurement date. A fair value measurement assumes that the transaction to sell the asset or
transfer the liability occurs in the principal market for the asset or liability or, in the absence of a
principal market, income or cost approach, as specified by ASC Topic 820, are used to measure

fair value.

11



SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Notes to Financial Statements

The fair value hierarchy priorities the inputs to valuation techniques used to measure fair value
into three broad levels:

« Level 1 — Assets or liabilities valued using unadjusted quoted prices in active markets for
identical assets or liabilities that the Company can access at the measurement date, such
as publicly-traded instruments or futures contracts.

» Level 2 — Assets and liabilities valued based on observable market data for similar
instruments traded in active markets; quoted prices for identical or similar instruments in
markets that are not active; and model-derived valuations in which all significant inputs
and significant value drives are observable in active markets.

» Level 3 — Assets or liabilities for which significant valuation assumptions are not readily
observable in the market; instruments valued based on the best available data, some of
which is internally developed, and considers risk premiums that a market participant
would require.

The Company’s financial instruments, which are included in the accompanying statement of
financial condition, are either measured at quoted market prices or are short-term in nature. As a
result, the carrying amounts reported approximate their estimated fair values at December 31,
2017. Money market funds of $51,359,472, included in cash and cash equivalents, and US
Treasuries of $4,492,949, included in securities segregated under federal and other regulations,
are valued using quoted prices in active markets and are classified as Level 1 assets in
accordance with ASC Topic 820. The other securities owned includes $7,198 of non-marketable
securities which are valued based on the best available data provided by an unrelated third party
in order to approximate fair value and are considered Level 3 assets. The total amount of gains
relating to the securities owned for the period included in other income in the Statement of
Operations is not significant. There were no transfers between Level 1 and Level 2 or between
Level 2 and Level 3 during the year ended December 31, 2017.

12



SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Notes to Financial Statements

5. Related-Party Transactions

During the period ended December 31, 2017, the Company engaged in various transactions with
the Parent and its affiliates. Balances with respect to related parties reflected in the December 31,
2017 financial statements, are as follows:

Statement of Financial Condition

Cash and cash equivalents $ 18,883,447
Deferred income taxes payable to Parent 6,298,815
Securities segregated under Federal and other regulations 4,492,949
Payable to Parent 1,595,667
Statement of Operations

Income from related parties $ 115,436,929
Expenses paid to related parties 84,305,183
Pension and other employee benefit plan expense 12,321,932
Other income ' 8,207,376
Restricted stock expense 1,009,348

Expense to affiliates arises from the use of STI’s internal services and corporate real estate based
on an agreed expense sharing agreements. Allocation methodologies vary for these services but
are generally based on revenue, headcount or utilization. Expense attributable to pension and
other employee benefit plans and restricted stock awards is further discussed in Note 8.

Other income primarily represents contractual referral fees from the SunTrust Private Wealth
line of business. Further, at client request, STIS will purchase bank-sponsored or affiliate-
underwritten products and sell them to the client for a commission.

The Company recognizes Income from related parties upon providing certain services to other
affiliates of STI These services include mainly sales force, administrative support, and
operational oversight services, incurred by STIS.

During 2016, STIS began guaranteeing loans made by SunTrust Bank to certain key STIS
employees. While ordinarily payable to SunTrust Bank on demand, generally STIS would not be
called upon to make a payment on the loan unless the loan becomes past due or the employee

13



SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Notes to Financial Statements

ceases to be employed by STIS. In the event STIS is called upon to reimburse SunTrust Bank,
the payment made to SunTrust Bank will be for any outstanding principal and interest. STIS will
then have the ability to pursue reimbursement through other standard channels. As of December
31, 2017, the principal outstanding on these loans subject to STIS guarantee totaled $9,416,431.
During 2017, the Company was called upon by SunTrust Bank to make a payment for $921,085.
The Company did not record a liability for future payments as they were neither estimable nor
probable at December 31, 2017.

6. Commitments and Contingencies

In the ordinary course of business, the Company is subject to regulatory examinations,
investigations, and requests for information, and is also party to numerous civil claims and
lawsuits. Some of these matters involve claims for substantial amounts. The Company’s
experience has shown that the damages alleged by plaintiffs or claimants are often overstated,
based on novel or unsubstantiated legal theories, unsupported by the facts, and/or bear no
relation to the ultimate award that a court might grant. Additionally, the outcome of litigation
and regulatory matters and the timing of ultimate resolution are inherently difficult to predict.
Because of these factors, the Company typically cannot provide a meaningful estimate of the
range of reasonably possible outcomes of claims in the aggregate or by individual claim. On a
case-by-case basis, however, reserves are established for those legal claims in which it is
probable that a loss will be incurred and the amount of such loss can be reasonably estimated. In
no cases are those accrual amounts material to the financial condition of the Company. The
actual costs of resolving these claims may be substantially higher or lower than the amounts
reserved.

Based on current knowledge, it is the opinion of management that liabilities arising from legal
claims in excess of the amounts currently accrued, if any, will not have a material impact to the
Company’s financial condition, results of operations, or cash flows. However, in light of the
significant uncertainties involved in these matters, and the large or indeterminate damages
sought in some of these matters, there is a remote possibility that an adverse outcome in one or
more of these matters could be material to the Company’s results or cash flows for any given
reporting period.

The SEC Division of Enforcement was investigating whether STIS committed fraud under the
Investment Advisers Act of 1940 ("TAA") by purchasing mutual fund shares on behalf of clients
that imposed an SEC Rule 12b-1 distribution fee on the investment when share classes which did
not impose such a fee were available to such clients. On February 8, 2017, the SEC Staff
informed the Company that it made a preliminary determination to recommend that the SEC

14



SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Notes to Financial Statements

bring an enforcement action against the Company. The SEC publicly announced the results of
the 12b-1 Fee Enforcement Referral on September 14, 2017 and the Company settled for refunds
and a fine totaling $2,400,000, to resolve the matter. :

7. Guarantees to Third Parties

The Company uses a third-party clearing broker to clear and execute customers’ securities
transactions and maintain customer accounts. Under the agreement with the clearing broker, the
Company agrees to indemnify the clearing broker for losses that result from a customer’s failure
to fulfill its contractual obligations. As the clearing broker’s rights to charge the Company have
no maximum amount, the Company believes that the maximum potential obligation cannot be
estimated. However, to mitigate exposure, the Company may seek recourse from the customer
through cash or securities held in the defaulting customer’s account. The Company believes it is
unlikely it will have to make material payments under this arrangement, and has not recorded
any contingent liability in the financial statements for this indemnity. For the year ended
December 31, 2017, the Company experienced no material net losses as a result of the
indemnity. The clearing agreement expires in May 2022.

8. Employee Benefits

The Company participates in the pension plan and other employee benefit plans of STI for the
benefit of substantially all employees of the Company. Costs of the pension plan are allocated to
the Company based on its estimated pro rata share. Benefit information is not available from the
actuary for individual subsidiaries of STI. The Company’s expense allocated to the pension and
other employee benefit plans was $12,321,932 which is included in compensation and benefits
expense in the accompanying Statement of Operations. The Company incurred $107,507,845 in
incentive-based compensation expense, which is included in compensation and benefits expense
in the accompanying Statement of Operations.

The Parent provides stock-based awards through the SunTrust Banks Inc., 2009 Stock Plan (as
amended and restated effective January 1, 2012) under which the Compensation Committee of
the Board of Directors (the Committee) has the authority to grant stock options, restricted stock,
and restricted stock units, of which some may have performance features to key employees of
the Company. All incentive awards are subject to claw back provisions.

The Parent allocates stock option and restricted stock option expense to the Company. The
Company’s restricted stock expense for 2017 was $1,009,348 which is also included in
compensation and benefits expense in the accompanying Statement of Operations. At December
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Notes to Financial Statements

31, 2017, there was $1,087,419 of unrecognized stock-based compensation expense related to
restricted stock and stock options.

9. Income Taxes

The Company is included in the consolidated federal income tax return and various consolidated
or combined state income tax returns filed by the Parent. In accordance with the Tax Allocation
Agreement applicable to the Parent and each of its subsidiaries, the Company’s income taxes are
calculated as if the Company filed separate income tax returns with appropriate adjustments to
properly reflect the impact of a consolidated filing. Additionally, the Company files its own
separate state income tax returns in certain jurisdictions. The current and deferred portions of the
income tax benefit included in the Statement of Operations as determined in accordance with
ASC 740, Income Taxes, for the year ended December 31, 2017 are as follows:

017
Current Deferred Total
Federal (12,036,867) 158,067 (11,878,800)
State (172,382) (213,860) (386,242)

(12,209,249) (55,793)  (12,265,042)

The 2017 Tax Act, enacted on December 22, 2017, reduced the U.S. federal corporate tax rate
from 35% to 21% effective January 1, 2018. At December 31, 2017, the Company recorded a net
income tax benefit for the estimated effects of the 2017 Tax Act as a component of the provision
for income taxes, which was due to a $3.8 million tax benefit for the remeasurement of the
Company's estimated deferred tax assets and liabilities to reflect the new federal income tax rate
of 21%. However, as additional information becomes available and additional analysis is
completed, the estimate of the deferred tax assets and liabilities may change which would impact
the remeasurement of these deferred tax balances. Any adjustment to the remeasurement amount
will be recorded as an adjustment to the provision for income taxes in 2018 in the period the
amounts are determined.
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A reconciliation of the income tax provision, using the statutory federal income tax rate of 35%,
to the Company’s actual provision for income taxes during the year ended December 31, 2017 is
~ presented as follows:

2017
Income tax at federal statutory rate of 35% (8,419,882)
State income taxes, net of federal benefit (782,764)
Change in valuation allowance 531,707
Estimated impact of the remeasurement of deferred tax assets and liabilities’ (3,778,437)
Other 184,334
Total provision for income taxes (12,265,042)

WIncludes reasonable estimates as of December 31, 2017, which could be adjusted as additional analysis is completed in 2018.

Deferred income tax assets and liabilities result from differences between the timing of the
recognition of assets and liabilities for financial reporting purposes and for income tax purposes.
These assets and liabilities are measured using the enacted federal and state tax rates expected to
apply in the periods in which the deferred tax assets or liabilities are expected to be realized. The
net deferred income tax liability is recorded in other liabilities, in the Statement of Financial
Position.
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The significant deferred tax assets and liabilities at December 31, 2017, net of the federal impact
for state taxes, are presented as follows:

2017
~ Deferred TaxAssets .
Employee benefits 2,199,102
State net operating loss and credit carryforwards 1,092,117
Accrued expenses 420,604
Other 36,086
Total Gross Deferred Tax Assets 3,747,909
Valuation allowance against state net operating loss and credit carryforwards v (531,707)
Total Deferred Tax Assets 3,216,202
Deferred TaxLiabilities: : ‘
Prepaid expenses (9,449,474)
Fixed assets (65,543)
TotalDeferred Tax Liabilities (9,515,017)
Net Deferred Tax Liabilities (6,298,815)

The deferred tax assets include state tax net operating loss and credit carryforwards of
$1,092,117 as of December 31, 2017, that will expire, if not utilized, in varying amounts from
2018 to 2037. At December 31, 2017, the Company had a valuation allowance recorded against
its state carryforwards of $531,707, up from $0 in the prior year. The increase in the valuation
allowance considers the impacts of the 2017 Tax Act. The Company determined that a valuation
allowance is not required for the federal and remaining deferred tax assets because it is more-
likely-than-not these assets will be realized.

No unrecognized tax benefits have been recorded, and no corresponding interest or penalties
have been accrued. The Company continually evaluates the unrecognized tax benefits associated
with its uncertain tax positions. The Company does not expect a significant change in its
unrecognized tax benefits within 12 months of this reporting date.
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The Company is included in the consolidated federal income tax return and various consolidated
or combined state income tax returns filed by the Parent. Additionally, the Company files its own
separate state income tax returns and local tax returns in certain jurisdictions. The Parent’s
federal income tax returns are no longer subject to examination by the Internal Revenue Service
for taxable years prior to 2012. With limited exceptions, the various consolidated or combined
state income tax returns filed by the Parent, in which the Company is included, along with the
Company’s separate income tax returns, are no longer subject to examination by state and local
taxing authorities for taxable years prior to 2012.

10. Net Capital Requirements

Rule 15¢3-1 of the Securities Exchange Act of 1934 (the Rule) requires the Company to
maintain minimum net capital, as defined. At December 31, 2017, the Company was in
compliance with the net capital requirements of the Rule. At December 31, 2017, the Company,
on a standalone basis, had net capital, as defined, of $50,227,995, which was $48,616,829 in
excess of the required net capital of $1,611,166. The Company’s ratio of aggregate indebtedness
to net capital was 0.48:1 at December 31, 2017, which is below the 15:1 maximum allowed.

11. Subsequent Events

The Company evaluated subsequent events that occur after the balance sheet date but before the
financial statements are issued. The Company has evaluated all subsequent events or transactions
that occurred after December 31, 2017 up through February 28, 2018, the date of these financial
statements. The Company has determined that it does not have any material subsequent events to
disclose in these financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT  [2018:02-26 03:51PM EST|

PART I

BROKER OR DEALER
SUNTRUST INVESTMENT SERVICES, INC. asof ___ 128117

COMPUTATION OF NET CAPITAL

1. Total ownership equity (from Statement of Financial Condition-ltem 1800} ......ccuvieenvannae 3 128.092.310
2. Deduct: Ownership equity not allowable for Net Capital
3. Total ownership equity qualified for Net Capital  ........... veeineeas e 126082310
4_Add:
A Liabilities subordinated to claims of general creditors  allowalie in computation of netcapital ......
B. Other (deductions} orallowable credits (List)  .......cieiiiineiiie i iiiriamenannas [@[
5. Total capital and allowable subordinated FAIEIES ... ... \.eue'sessereeereevseoeerennemeennn H 126.032.310
6. Deductior:s and/or charges:
A Total non-allowable assets from
Statement of Financial Condition (Notes B and C)
1. Addifional charges for customers’ and

.............. s 77
non-customers’ Securfy acColmis .. ... ..ocueenernncanncnas

&
]
e
oo
3

2. Addiional charges for customers’ and
non-customers’ commodity 8CCOUMS . ..iiviieieinsoancans
B. Aged fail-to-deliver:
1.0UMEr OFREMS o vvevvnnnnnns.s
C.Aged short security differences{ass
ESBNVe O o eiineiarnnrnnannans $
numberoftems ......ceecveunes 470

....................................

D. Secured demand note deficiency .............. Ceteereraas
E. Commodity futures contracts and spot oommodmes -

[z52]
proprietary capal ChATgES v . vvesneeneaneeeorsrareennennss [ze00]
F. Other deductions andior Charges «.......eeneeenneenanaes s04 [2010]

G. Deductions for accounts carmried under
Rule 15¢3-1(a)(6), (a){7) and (c)(2)x)
H. Total deductions andior ChAMGES .. uuu.eeeenneeesensernnnrennnneanancacennnneesnas { 74773483 )[2620]
7. Other additions andfor allowable cradits (LISt} .. ....cveerevernecncsnnaennernnraionsnnnnas
8. Net Capital before haircuts on securities positions
9. Haireuts on securities: (computed, whare applicable,
pursuant to 15¢3-1(f)):
A. Confractual securities commitments .....oveviieiriieiennns 3
B. Subordinated securities LOmOWINGs ... . iiveiriinrnnencnoan
C.Trading and investment securities: .......ccveeieicieennannn.
1.Bankers' acceptances, certificates of dﬁpo..:t
and commercial PAPEr ... iiceciiecrearasiacaaiansaan
2.U.S. and Canadian government obligations  ................ 4920
3. State and municipal govemment obligations . ..., . ... ...l
4_Corporate obligations
5. Stocks and wamants

..................................

.......................

dE

EEE

w
<
-
(<]

...........................................

B.OMEr SEOUMHES ... ..\ eeeensn e eeeeernnnaennnasens 1,035,623 (3734

...................................

EOEr{LSY o nnrneeteaateasaaeesaaeaaserasesennn T 1080852 YB740]
T0NEECABHAL ... ines e sasesensansnesanncsnseeasesnssesssssssassnesasnnenonaes 3 50,227,025

OMIT PENNIES

BIElE
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT [2018-02-26 p3:51PM ESTI
PART I
BROKER OR DEALER
asof 1231117
SUNTRUST INVESTMENT SERVICES, INC.
COMPUTATICN OF BASIC NET CAPITAL REQUIREMENT
PartA
11. Minimal net capital required {€-2'3% of Ine 10) .....4 ....................................... $ 1611 166
12. Minimum doilar net capital requirement of reporting breker  or dealzr and mnimum net capnzl reqmreme
of subsidiaries computed in accordanos with Nota (A) 250.000[3759]

13. Net capital requrement {greater of [ne 11 or 12)

1,811.16513760

14. Excessnetcapital {line@ 100ess 13) L . . i iiiiieiierierieiitiotasiannanen

48,618,922(3770

15, Net capita! less greater of 10% of line 19 or 120% oflne 12
COMPUTATION OF AGGREGATE lNDEBTEDNESS

. 47,811,247 (3780

18. Total Al Eabilities from Statement of Financial  Conditon rereeeeaaas e tececescieananteerennaran $ 24,167 452
17, Add:

A.Drafts forimmediate credit = ... eiiiciiiiaciacianncicncantans $

B. Wariet value of securities borrowed for which no

equivalent value is paid or credited cresasaeen Ceeameenietanans .8

C. Other unreccrded amounts {List) tessersessansan vessacenanan e $ 2830
18. Deduct Adjustment based on deposits in Special Reservea  Bank Accounts{15¢3-1{c}{1)(vii}) 2838
12.Tota aggregate indebtedness L. ... iiiiiceicciiirecieniaancianonn 24,187 452|384
20. Percentage of aggregate indebtedness to nst capital (line 19 divided by line 10) e eeecsecseriescansanse ; 45.1213850]
21, Pexcentage of aggregate indebtedness to net capital aYez . anticipated capital withdrawals

{Ine 10 divided by fine 10 [eS5ieM 4880 PABE 12) wnvevvnnnrvnaneansanenoennnnoomeesiansnnsanes % 43.12[3853]
PartB COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
22.2% of combined aggregate debit items as shown in Fomula  for Reserve Requirements pursuant

to Rule 15¢3-3 preparad as of the date ofnetcaptal  computation including both

brokers or dealers and consolidated subsidiaries’ debits Sesesiesteniancactataritoiiotantntonnes $
23, Minimum dollar net capita) requirement of reporting broker  or dealer and mnimum net capital

requirement cf subsidiaries computed in accordance with Note{A} $ 2880
24, Netcapital requirement {greater of [ne 22 or 23} fveetssesmscetuntancasensennansaseniaooene $
25.Excess net capital (lin@ 10kess 24) Liiieiiiiiieienincinatancectoaateneravicianransnnan $ 3810
28, Percentage of Net Capital i Aggregate Debits (fne 10 dwiced by line 17 page8) vevvvecnecrocianeoneanns " [2851]
27. Percentage of Net Capital, after anticipated capital  withdrawals, to Aggregate Debits

item 1D less tem 4850 paga 12dvided byline 17page8)  .eevvceecennnnn. eeeeenreaearienraranane %
28, Netcapital in excess of the greater of:

§% of combined aggregate debit items or 120% of mnimum net  capitalrequeement .......... ...l 3

OTHER RATIOS

PartC
22. Percentage of debt to debt-equity total compuled n  accordance with Ru% 1563-1(d}  ...vecvuniuerennanen '3 0.00[3860]
30. Options ceductions/Nst Capital ratio (1000% test}tota!  deductions exclusive of Iiquidating

equity under Rule 15¢3-1{a)8}, (aK7) and {c)i2){x} divided by NetCapital  .....cevieeiacirnrinianoanes %
NOTES:

{A) The minimum net capia! requirement should te computedby  adding the minimum dollar nit capital requirement

of the reporting broker dealer and, for each subsiiarytobe  conselidated, the greater of.
1. Maiimum dollar net capital requirement, or
2. 6-23% of aggregate indebtedness ar 2% of aggregate debits  if altemnate methed is used.

(B} Do not deduct the value of securities borrowed under  subordinstion agreements or seciced demandaotss
covered by subordination agreements not in satisfactory form  and the market values of membershs in
exchanges contributed for use of company {contra to item 1740)  and partners” securities which were
included I non-aTowable assets.

{C) For reparts fZed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a[ist of material
nen-allewatle assets.

Page 8
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SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Schedule I — Computation of Net Capital and Aggregate Indebtedness
Pursuant to Rule 15¢3-1 of the Securities and Exchange Commission

Schedule of Non Allowable Assets

December 31, 2017
Non-marketable securities 3 7,198
Fumniture, equipment, and leasehold improvements 800,609
Commissions receivable 2,518,636
Goodwill 30,306,365
Prepaids and other assets 41,140,051
Total nonallowable assets 3 74,772,859

There are no material differences between this computation and the Company’s unaudited
Form X-174-5 as of December 31, 2017, filed on February 26, 2018.
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SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Schedule IT — Computation of Determination of Reserve Requirements
Pursuant to Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2017

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission as it relates to
the computation of reserve requirements under paragraph (k)(2)(i) of that rule.
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SunTrust Investment Services, Inc.
(A Wholly Owned Subsidiary of SunTrust Banks, Inc.)

Schedule IIT - Information Relating to Possession or Control Requirements
Pursuant to Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2017

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission as it relates to
possession and control under paragraph (k)(2)(i) of that rule.
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